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INTERNAL REVENUE SERVICE RE-

STRUCTURING AND REFORM ACT
OF 1998

The Senate continued with consider-
ation of the bill.

Mr. ROTH. Mr. President, I ask unan-
imous consent that the debate on H.R.
2676 continue for debate purposes only
until 4:30.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROTH. I suggest the absence of a
quorum.

The PRESIDING OFFICER (Mr. GOR-
TON). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Ms. MOSELEY-BRAUN. Mr. Presi-
dent, I ask unanimous consent that the
order for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Ms. MOSELEY-BRAUN. Mr. Presi-
dent, I am a member of the Senate Fi-
nance Committee, so it gives me spe-
cial joy that we have at last turned the
Senate’s full attention to revamping
the Internal Revenue Service.

Should we have acted earlier? Of
course, we should have. The House
overwhelmingly passed its version of
this bill months ago by a vote of 426 to
4, and so the reason that we have de-
layed, frankly, is inexplicable given
this bill enjoys such broad-based sup-
port in both Chambers of the Congress.

The Finance Committee unanimously
reported this bill out for action in
March, and so I am no less encouraged,
however, that we are only this week
acting on the bill. As you know, we had
a subsequent set of hearings which
spoke to and gave voice to additional
problems with the Internal Revenue
Service, and that had something to do
with the delay. I think the American
people would have liked to have seen us
pass the legislation before the tax fil-
ing date in April. Nonetheless, we are
here today in May to pass this bill, and
I am hopeful that we will do so.

Also, I am very pleased by the way
that we have in the interim, since the
beginning of these hearings and inves-
tigations, put in place a Commissioner
of the Internal Revenue Service who
has demonstrated his willingness to
act. I am thankful, also, that in the ad-
ditional hearings that we had in the Fi-
nance Committee, any additional infor-
mation that came out will provide that
Commissioner with the information he
will need to take immediate action to,
one, uncover abuses, two, rectify them,
and three, to protect those good em-
ployees in the IRS who have been try-
ing to help with the reform of that
agency.

Over the last 8 months, I, along with
a number of my colleagues on the Fi-
nance Committee, have heard horror
story after horror story about the
abuses inflicted on taxpayers by
unsupportable activity within the IRS.
We were all outraged by the stories of
armed raids on innocent taxpayers’
property, unauthorized and unneces-
sary audits of working-class families,

and excessive fees and penalties
charged to taxpayers who are just try-
ing to pay their tax bills on time and
in a responsible manner. The tales told
at those hearings were appalling, but,
frankly, they were nothing new to the
American taxpayers who know too well
what can happen when an agency with
the powers of the Internal Revenue
Service goes out of control.

Unfortunately, these stories were not
the first that we had heard about these
abuses. In fact, if anything, the Con-
gress was called upon to act precisely
because of the taxpayers and citizens
who were raising the point with all of
us as elected officials and demanding
action from us. So, finally, we now
have an opportunity to respond to
them. The calls that we had in my
State of Illinois were from Illinoisans
who had been verbally abused or har-
assed by auditors, people who had
grown frustrated with not being able to
get a simple answer to a simple ques-
tion, or a nice answer to a simple ques-
tion. All of those things, I think, reach
critical mass. And finally the Congress
is going to act on this matter. I think
it is not a moment too soon. We all
have a responsibility and a duty to cor-
rect the abuses and an obligation to
put the ‘‘service’’ back into the Inter-
nal Revenue Service.

I would like to point out that it has
been some 40 years in the making since
Congress has considered significant re-
forms to the IRS. With this bill we
therefore have a historic opportunity
to overhaul this agency and to trans-
form it into an efficient, modern, and
responsive agency that is focused on
doing its job and not abusing the
American people. The IRS interacts
with more citizens than any other Gov-
ernment agency, or, frankly, any other
private sector business. It collects fully
95 percent of the revenue which is need-
ed to fund the national Government. It
is, therefore, unfortunate that it has
become one of the most feared and
most hated agencies in the country.

But the blame, frankly, does not lie
solely with the IRS. My mother used to
have an expression: ‘‘When you point
one finger, you have three fingers
pointing back to yourself.’’ I think,
frankly, that Congress bears a signifi-
cant amount of the blame for not exer-
cising its appropriate and responsible
role in oversight of the agency, but
also for creating the chaotic tax collec-
tion system that we now have. I think,
indeed, Congress bears the greatest
blame for creating a Tax Code that is
burdensome and is so complicated that
the transaction costs to ordinary citi-
zens are very often overwhelming. Peo-
ple who should otherwise be able to file
a simple tax return find themselves
frightened into going and paying tax
preparers simply because the Code is so
complex that they are afraid they can’t
make their way around it.

In addition to the awful state of af-
fairs at the IRS, our tax system has
also presented a series of tax loopholes
for dishonest citizens. You have the

worst of both possible worlds. You have
on the one hand complications that
honest citizens have a hard time find-
ing their way around, and loopholes
that dishonest citizens find too readily.

Last week, it was announced that a
‘‘tax gap’’ existed, which is the amount
of nonpaid taxes that people avoid by
taking advantage of the loopholes or
the complications in the Code. That
tax gap amounts to some $195 billion a
year. In other words, honest citizens
pay $1,600 a year per year forever in the
taxes they pay because of tax avoid-
ance. While our hearings did not go far
enough in talking about this issue of
tax compliance, it certainly, I think,
heads in the right direction if we can
restore some sense of fairness, and if
we can restore some sense of con-
fidence with the American people in
the operation of this agency.

Mr. President, additionally I hope
that after we have passed this bill we
will also begin to address the issue of
tax complication. Just last month,
some 120 million Americans sent out
some form of tax return to the IRS. Of
these taxpayers more than 40 percent
of them filed either the short tax form
known as the 1040EZ or the 1040 long
form. These two forms—one of which is
only one page long—are designed to be
simple and easy to complete. But each
year, again, millions of Americans paid
millions of dollars to tax preparers to
fill out these forms because they are
afraid of making a mistake and facing
the wrath of an IRS, which, frankly, is
not known to be very user friendly. I
hope that we will address the issue of
tax compliance or tax simplification as
we address the issue of reform of the
agency, because while these two things
are related they are not the same
thing, and I think it would be a huge
mistake to think that with the passage
of this legislation we would have cured
the underlying problem with the com-
plexity and with the confusion that the
Tax Code itself causes.

Unfortunately, we frankly have been
moving in the wrong direction in re-
gard to tax simplification or getting
rid of the complexities. For example, in
last year’s Balanced Budget Act, which
was, of course, hailed as providing sig-
nificant tax relief to the American peo-
ple, the Balanced Budget Act added
over 1 million new words and 315 new
pages to the Internal Revenue Code.
The capital gains computation form
alone grew from 19 lines to 54 lines. So
anybody who filled out their tax forms
in April knows how much more dif-
ficult we have made the Code by trying
to tinker and trying to give tax relief
here and tax relief there.

The result is tax complexity that is,
frankly, overwhelming. The average
taxpayer will spend some 9 hours and
54 minutes preparing just the 1040 form
for the tax year 1997. The total burden
on all taxpayers for maintaining
records, preparing and filing their tax
returns, is estimated to be in excess of
1.6 million hours this year. That is
kind of a funny number and incompre-
hensible. But when you consider how
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many people have to put in that kind
of time, it really is a staggering use of
energy and time by the American peo-
ple that, frankly, could be put to better
use if we had a more simple and fair
Tax Code.

I believe, frankly, the system we
have now is outrageous. Having the ad-
ditional headache of figuring out the
complex forms dealing with rude and
cranky workers at the IRS and pos-
sibly facing audit is really overwhelm-
ing. That is what has led to this day
and brought us to the point of reform-
ing and changing the system.

Mr. President, I think we took the
first step toward positive change last
October when the President nominated
and we confirmed Mr. Rossotti to over-
see the IRS. Commissioner Rossotti
has already begun the process towards
changing the way business is done over
there. During his short tenure he has
already been quick to respond to prob-
lems that are identified. He has proved
that he is not afraid to make the hard
calls at the IRS. Since his appointment
in late October, Commissioner Rossotti
has made several major administrative
changes that will help taxpayers break
through some of the red tape at the
IRS.

In December, Commissioner Rossotti
announced the establishment of in-
terim procedures requiring higher level
management approval of seizures of
property for nonpayment of Federal
taxes. The issue of seizures was really
one of the high points of the abuses
that we heard because they are so dra-
matic and so obvious. In January,
Commissioner Rossotti announced
broad-sweeping changes designed to
modernize the Service. This ‘‘mod-
ernization’’ was tailored to emphasize
customer service as well as production
within the agency. Then, in February
Commissioner Rossotti announced in-
ternal changes to address the innocent
spouse problem, and just this past
month he announced the appointment
of William Webster to head the IRS’ re-
view of the Criminal Investigations Di-
vision. I think we should all applaud
his willingness to implement some
meaningful changes and his interest in
moving forward quickly on an issue
which, frankly, has been very long in
the coming.

The solution does not lie solely in
mending the day-to-day administrative
operations of the IRS, however. Indeed,
this body shares a great responsibility
in ensuring that we are responsive to
the needs of taxpayers by passing laws
that will put the ‘‘service’’ back in
International Revenue Service. I be-
lieve that this bill is a major step in
that direction.

In addition to giving Commissioner
Rossotti the additional statutory au-
thority he needs to continue restruc-
turing the management of the agency,
this bill also contains several adminis-
trative changes. A new oversight board
is established that will have the re-
sponsibility of reviewing and approving
the operational functions of the IRS

and reviewing the practices and proce-
dures of the IRS. The IRS is given
greater flexibility in hiring and firing
IRS employees, and electronic filers
are encouraged to continue filing elec-
tronically by removing barriers.

This legislation, however, also pro-
vides taxpayers with a plethora of ex-
panded rights and protections, includ-
ing provisions that will allow tax-
payers to enjoy expanded ability to sue
the IRS when the IRS blatantly and in-
tentionally disregards the law; a provi-
sion that will give the Secretary of the
Treasury the authority to provide up
to $3 million annually in matching
grants to low-income taxpayer clinics;
and a provision that will eliminate the
penalty for failure to pay taxes when a
taxpayer is paying those taxes under
an installment agreement. The rules
for computation of interest have been
simplifies. For those taxpayers who are
audited, the bill will include proce-
dures to insure that due process is af-
forded prior to the seizure of any prop-
erty and it will require that the IRS
set up a process so that any lien, levy,
or seizure will have to be approved by
a supervisor. Taxpayers would also be
given greater access to installment
payment agreements with the IRS,
greater access to information about
the appeals and collections process,
and greater access to statements re-
garding the payments and balance
owed in installment agreements.

In addition, several of provisions that
I helped craft, and that I believe will
give taxpayers further protection, have
also been included in this partisan leg-
islation. For example, taxpayers who
successfully defend themselves in dis-
putes with the IRS will receive in-
creased reimbursements for legal fees
and other expenses incurred. In our
hearings we heard from several attor-
neys who believes that the IRS should
pay more reasonable damages when the
IRS erroneously pursues an innocent
taxpayer. I believe it is only fair that
we not leave the taxpayer holding the
bill when the IRS audits them unfairly.

Finally, this legislation will also give
greater protection to other individuals
who are often overlooked by the tax
law. For example, new protections for
innocent spouses are included in the
bill. The change would make couples
who file joint returns liable only for
taxes based on the income of the hus-
band or wife instead of the total liabil-
ity for all of the couple’s taxes.

There are several other provisions
that I believe will also serve useful to
many taxpayers. Among them is a so
called technical correction that will
ensure that more farmers are eligible
for the inheritance tax relief that was
approved last year by Congress and a
provision that would protect computer
software writers from having their
‘‘source code’’ information arbitrarily
accessed by the IRS. I support the
amendment, it is unfortunate that the
unintended consequences of complex-
ities we’ve recently added to the Tax
Code come to be remedied by such
technical corrections.

All of these changes are needed to
amend the current operation of the
IRS, but there is still much more to do
to address the desperate condition of
our tax system as a whole. This bill
presents a vital first step in that proc-
ess.

In closing, I would like to by com-
mending Senators ROTH and MOYNIHAN
on their leadership in the Senate Fi-
nance Committee on this bill. I would
also like to the Kerry Commission for
finally getting us to this point.

I would have preferred to have com-
pleted fundamental reform of the IRS
prior to the April 15th deadline that
140,000,000 taxpayers have to meet, but
as the saying goes, ‘‘better late than
never.’’ I remain encouraged that fun-
damental reform of our tax system as a
whole is around the corner, and I look
forward to completing action on this
bill. I urge my colleagues to join me in
supporting this legislation, and in
doing so beginning the process of re-
forming our tax system in a manner
that is fair and efficient for all Ameri-
cans.

I commend the commission, the
KERREY commission. Senator Kerrey is
on the floor. I want to commend him
for his work in this regard. He has done
a great deal to bring us this far. I want
to commend the chairman of the Fi-
nance Committee, Senator ROTH, for
his work in giving us a bipartisan bill.
I want to register my strong support
for this initiative. I think this bill
shows Congress at its best, when we are
functioning in the oversight capacity
over these agencies that I think the
Founding Fathers intended us to do.
This oversight is so vitally important
to restore confidence not just in the In-
ternal Revenue Service but in our Gov-
ernment as a whole.

I thank the Chair, and I yield the
floor.
f

WORKFORCE INVESTMENT
PARTNERSHIP ACT OF 1997

The PRESIDING OFFICER. Under
the previous order, the Senate will now
proceed to the consideration of H.R.
1385, which the clerk will report.

The legislative clerk read as follows:
A bill (H.R. 1385) to consolidate, coordi-

nate, and improve employment, training, lit-
eracy, and vocational rehabilitation pro-
grams in the United States, and for other
purposes.

The Senate resumed consideration of
the bill.

The PRESIDING OFFICER. Under
the previous order, there will now be 60
minutes of debate equally divided in
the usual form for closing remarks
prior to final passage.

Mr. JEFFORDS. Mr. President, first
I yield to the Senator from Minnesota
for a unanimous consent request.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

PRIVILEGE OF THE FLOOR

Mr. WELLSTONE. Mr. President, I
ask unanimous consent that Jana
O’Leary, who is an intern in my office,
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